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SUBJ: PRESS CONFERENCE OF SHAH OF IRAN 

THE SHAH INVITED REPORTERS OF THE KISSINGER PARTY TO A PRESS CON- 
FERENCE AT SAADABAD PALACE TEHRAN AT 12:30 ON NOVEMBER 2ND. 
FOLLOWING IS A VERBATIM TRANSCRIPT OF THE CONFERENCE: QUOTE: 

A. YOUR MAJESTY, MAY WE BEGIN? 

A. CERTAINLY. 

Q. CAN YOU TELL US, PLEASE, IF YOU HAVE BEEN APPROACHED BY SAUDI 
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ARABIA TO JOIN IN LOWERING OIL PRICES, AND IF YOU HAVE, WHAT THE 
RESULTS OF THAT APPROACH IS. 
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A. I THINK THAT IF YOU WAIT UNTIL THE NEXT MEETING OF THE OPEC 
COUNTRIES IN VIENNA, YOU WILL SEE WHAT IRAN’S PROPOSALS WILL BE. I 
WILL JUST TOUCH ON THE SUBJECT THAT WE ARE GOING TO PROPOSE FOR A 
SINGLE PRICE OF OIL ALL OVER THE WORLD, EXCEPT FOR GEOGRAPHICAL 
LOCATION AND QUALITY OF OIL. THAT SINGLE PRICE OF OIL WILL BE WELL 
BELOW THE ACTUAL POSTED PRICE OF THE PERSIAN GULF. BUT IT WON'T BE 
LONG BEFORE WE HAVE THAT MEETING IN OPEC, AND I DON’T WANT TO STEAL 
THE SHOW FROM THAT MEETING NOW. 

Q. YOUR MAJESTY, DID KING FAISAL SEND YOU A LETTER BEFORE THE LAST 
OPEC MEETING ASKING YOU FOR COOPERATION ON THE OIL PRICE QUESTION? 

A. WELL, WE ARE IN CONTACT WITH SAUDI ARABIA, AND OUR SYSTEM MIGHT 
BE DIFFERENT FROM THEIRS BECAUSE THEY HAVE A PARTICIPATION AGREE- 
MENT WITH OIL COMPANIES, WHEN, IN OUR CASE, OIL HAS BEEN COMPLE- 
TELY NATIONALIZED, SO THE APPROACH IS DIFFERENT. BUT WE ARE IN VERY 
CLOSE CONTACT, AND IF OUR METHODS ARE DIFFIERENT, PROBABLY OUR 
AIMS ARE THE SAME. 

Q. YOUR MAJESTY, DID SECRETARY KISSINGER GIVE YOU THE IMPRESSION 
THAT THE UNITED STATES WOULD SUPPORT A FIXED PRICE FOR OIL? 

A. WELL, I CAN’T SPEAK FOR HIM BUT I THINK THAT A FIXED PRICE FOR 
OIL HAS THE ADVANTAGE THAT NOBODY COULD MANUIPULATE IT FURTHER. I 
MEAN, EVERYBODY WILL KNOW THERE IS ONE SINGLE PRICE FOR OIL; AND 
HOW MUCH PROFITS THE OIL COMPANIES SHOULD MAKE, OR WOULD BE ALLOWED 
TO MAKE, ON A BARREL OF OIL; AND HOW MUCH IT WILL COST THE XON- 
SUMER TO USE AND TO CONSUME THAT OIL; AND HOW MUCH HE IS GOING TO 
PAY HIS OWN COUNTRY IN TAXATIONS. THERE ARE CASES, I'M NOT GOING 
TO MENTION ANY NAMES, OF COUNTRIES IN EUROPE WHICH LEVY ON ONE 
BARREL OF OIL SO MUCH TAXES THAT IT IS MORE THAN THE GOVERNMENT 
TAKE OF, FOR INSTANCE, MY COUNTRY. AND THIS IS TRUE. 

1. YOUR MAJESTY, WHEN YOU REFER TO A SINGLE PRICE FOR OIL FOR THE 
PERSIAN GULF, WHICH YOU WILL PROPOSE, I ASSUME THAT YOU ALSO ARE 
STILL TYING IT TO A LINK OR BASIC COMMODITIES OF ELSEWHERE 
THROUGHOUT THE WORLD? 

UNCLASSIFIED 

UNCLASSIFIED 

PAGE 03 TEHRAN 09269 01 OF 05 021758Z 

A. OH, YES. I THINK THIS IS THE BASIS OF OUR PROPOSAL, TO LINK IT 
LATER TO A BASKET OF, A PRICE OF, SAY, 20 TO 30 COMMODITIES. IF 
THEY GO UP, WHY SHOULD WE LOSE OUR PURCHASING POWER? IF THEY GO 
DOWN, OIL SHOULD GO DOWN ALONG TO HELP THE WORLD ECONOMY. BUT WHAT 
IS REALLY INTERESTING, IS TO HOLD OUR PURCHASING POWER INTACT, BE- 
CAUSE WE HAVE BEEN CHEATED SO MUCH IN THE PAST, THAT SENSE, THAT 
WITH INFLATION AND EROSION OF THE PURCHASING POWER OF OUR MONEY, 

THE SAME OLD SITUATION IS NOT GOING TO BE REPEATED ONCE MORE. 

A. IF I MAY FOLLOW THAT UP, SIR-IN OTHER WORDS, IN ORDER TO 
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ACHIEVE THIS NEW RELATIONSHIP OF OIL PRICES AND COMMODITY PRICES, 

WILL IT NOT REQUIRE A CONSIDERABLE, ALMOST A REVOLUTIONARY, CHANGE OF 

CONCEPT BY THE MAIOR INDUSTRIAL COUNTRIES FOR ESTABLISHING THIS 
NEW RELATIONSHIP? AND SECONDLY, IF YOU WOULD COMMENT ON THAT, WHAT 
DO YOU REGARD AS THE PROSPECTS FOR ACHIEVING THIS KIND OF RF.LAT 
IONS HIP IN A SHORT TERM? 

A. NO DOUBT THAT THERE MUST BE CONTACT BETWEEN THE OECD COUNTRIES 
REPRESENTING, IF WE CAN SAY, ALL THE ADVANCED INDUSTRIAL COUNTRIES 
OF THE WORLD AND OUR ORGANIZATION OR THE REPRESENTATIVES OF OUR 
ORGANIZATION. THEY COULD DISCUSS THE WHOLE ASPECT OF WORLD ECONOMY 
AND HOW TO ESTABLISH THE CONTACTS, ESTABLISH THE REALTIONSHIPS, 
BETWEEN THE PRICES OF THESE 20-30 COMMODITIES AND THE WORLD INFLAT 
ION; BECAUSE IF WE CANNOT LINK THE PRICE OF OIL WITH THE PRICE OF 
INFLATION, THERE WON'T BE ANY PRESSURE OF INCENTIVE FOR THE IND- 
USTRIAL WORLD TO CHECK THEIR INFLATION. IF THEY DO NOT CHECK THEIR 
INFLATION. IF THEY DO NOT CHECK THEIR INFLATION, WE CAN DEFEND OUR- 
SELVES WITH THE PRICING OF OUR OIL. BUT WHO IS GOING TO SUFFER? 

THE POOR COUNTRIES, OR THE DEVELOPING COUNTRIES -THEY WILL SUFFER 
ON BOTH FRONTS. SO TO KEEP OUR WHOLE OWRLD TOGETHER IN ONE PIECE, 
WE'LL HAVE TO HAVE A VERY COMPREHENSIVE TALK BETWEEN THE DEVELOPED 
INDUSTRIAL COUNTRIES OF THE WORLD AND WE PRODUCERS OF ENERGY IN 
THE IMMEDIATE FUTURE. 
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Q. YOUR MAJESTY, THE INDEXING SYSTEM HAS BEEN CRITICIZED AS POS- 
SIBLY INSTITUTIONALIZING INFLATION. YOU DISAGREE WITH THAT. 

A. HOW COULD IT INSTITUTIONALIZE INFLATION? 

Q. WELL, I'M NOT ONE OF THE PROPONENTS OF THE CRITICISM. BUT THE 
WAY IT'S BEEN EXPLAINED TO ME IS THAT IT LOCKS YOU INTO A SYSTEM 
WHERE YOU SET MINIMUMS THAT, IN EFFECT, SET AN INFLATIONARY RATE 
AND KEEP IT MOVING UP AND POSSIBLY A LITTLE DOWN. 

A. WELL, WE HAVE BEEN WITNESSING INFLATION IN THE WORLD BEFORE THE 
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INCREASE OF THE OIL PRICE. WE HAVE HAD INFLATION IN THE WORLD WHEN 
OIL WAS SO CHEAP. HOW DO THEY RESPOND TO THIS?OR ANSWER TO THIS? 

Q. YOUR MAJESTY, ON INDEXING, WOULD YOU BE WILLING TO TAKE A PREV- 
IOUS PRICE OF OIL? THE ANSWER I THINK TO THAT IS THAT THE PRICE 
OF THE GOODS THAT YOU HAVE LISTED HAVE LESS THAN DOUBLED IN THE 
LAST ELEVEN YEARS AND THE PRICE OF OIL HAS MORE THAN TRIPLED IN 
THE LAST ELEVEN YEARS. 

A. WELL THIS IS SIMPLIFYING THINGS BECAUSE, WELL, THIS IS A LONG 
STORY, BUT I HAVE GOT TO SAY IT ONCE MORE: IN 1947 THE POSTED 
PRICE OF A BARREL OF OIL IN THE PERSIAN GULF WAS $2.17. IN 1959 
THE POSTED PRICE OF A BARREL OF OIL IN THE PERSIAN GULF WAS $1.79. 

THAT IS A DECREASE OF $.38. IN THAT PERIOD OF TIME, WORLD COMMOD- 
ITIES INCREASED BY BETWEEN 300 AND 400 PERCENT. I'M GIVING YOU 
FACTS. WHAT ABOUT THAT? AND FURTHERMORE, THE PRICE OF COMMODITIES 
HAS NOT INCREASED TWICE; WE ARE BUYING SUGAR FOR MORE THAN $1,000 
NOW. WE ARE BUYING VEGETABLE OIL FOR MORE THAN $1,000. YOU WILL 
TELL ME IT'S BECAUSE OF THE INCREASE IN THE PRICE OF OIL, THAT 
AGRICULTURE HAS AUGMENTED; I WILL SAY, WHY HAS THE PRICE OF 
COTTON DROPPED? OR COFFEE? SO, THERE MUST BE A RELATION. OUR 
PRICING OF OIL AT THE BEGINNING, AND AGAIN, I AM GOING TO GO INTO 
DETAIL-EVEN IF YOU DON'T PRINT IT, IT DOESN’T MATTER-IN 1973, 

DECEMBER 1973, WHEN I ASKED $7.00 GOVERNMENT TAKE FOR THE LIGHT 
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ARABIAN CRUDE IN THE PERSIAN GULF- PSEASE NOTE THIS DOWN- LATER 
ON THE OIL COMPANIES IN THEIR NEGOTIATION FOR PARTICIPATION AGREE- 
MENT WITH OTHER COUNTRIES OF THE PERSIAN GULF-THE 60/40/60 PARTI- 
CIPATION AGREEMENT ROSE THE PRICE OF OIL TO WHAT IT IS NOW, THAT 
IS 9.74. 1 DIDN'T DO IT; THE OIL COMPANIES DID THIS. I DON’T 
CARE IF YOU CALL ME THE HAWK. BUT THE TRUTH IS WHAT I JUST TOLD 
YOU. WHEN I ASKED FOR $7.00, IT WAS TO HAVE A COMPARISION BETWEEN 
ANY OTHER SOURCES OF ENERGY, LIKE SHALE OIL. COAL, OR OTHER KIND 
OF ENERGY. AND TODAY WE KNOW THAT YOU CANNOT GET SHALE OIL OR 
OTHER SOURCES OF ENERGY FOR EVEN THAT PRICE. SO WHEN WE GO INTO 
DISCUSSION WITH THE DEVELOPED COUNTRIES OF THE WORLD- AND, I HOPE, 
A COMPREHENSIVE AND CONSTRUCTIVE DISCUSSION-IT MUST BE ABOUT ALL 
THESE THINGS. TO THINK OF THE ECONOMY OF THE WHOLE WORLD, NOT 
JUST THE INTEREST OF A FEW COUNTRIES, OR THE INTEREST OF WE, THE 
PRODUCERS. BECAUSE IF THE WORLD COLLAPSES, WE SHALL COLLAPSE WITH 
IT. WE BELONG TO THAT WORLD. WE BELONG TO THE WORLD THAT YOU CALL 
THE SO-CALLED FREE WORLD. AND WE DON'T WANT TO SEE YOU COLLAPSE 
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BECAUSE WE ARE GOING TO COLLAPSE ALONG WITH YOU. 

Q. YOUR MAJESTY, WHEN YOU MAKE YOUR PORPOSAL AT THE OPEC MEETING, 
COULD YOU GIVE US AN IDEA NOW OF WHAT THE RANGE OF THAT PRICE WILL 
BE? 

A. IF IT HAS BEEN PUBLISHED SO FAR, IF THE FIGURES HAVE BEEN 
QUOTED, I CAN ALSO SAY WHAT THE PROPOSAL WILL BE. IT IS THE PRE- 
SENT GOVERNMENT TAKE AT A SINGLE PRICE AND THAT WILL BRING THE 
PRICE OF THE POSTED IN THE PERSIAN GULF CONSIDERABLY DOWN. 

Q-. CAN YOU ESTIMATE BY HOW MUCH? 

A. ABOUT $1.60, OF THE POSTED. 

Q. YOUR MAJESTY, AS YOU KNOW, THERE ARE HUNDREDS OF MILLIONS OF 
PEOPLE WHO ARE BEWILDERED BY THE OIL PRICING STRUCTURE- WELL-HEAD 
PRICES, POSTED PRICES, PERCENTAGES, CONCESSIONS, ROY ALTIES— TO 
ALL OF THOSE PEOPLE ALL OVER THE WORLD, WHAT DOES THIS MEAN? IS IT 
YOUR EDUCATED GUESS THAT THE PRICE OF OIL WILL GO UP OR DOWN IN 
THE NEXT YEAR? 

A. IT WILL-FOR THE CONSUMER? 

Q. FOR THE CONSUMER 

A. IT WILL GO DOWN, BECAUSE WE WANT TO LIMIT THE OIL COMPANIES TO 
ONLY $.50 PER BARREL REVENUE.. .INTEREST. IF YOU THINK THAT THIS 
IS TOO MUCH, IT WILL BE YOUR PROBLEM WITH THE OIL COMPANIES. WE 
THINK THAT 50 PERCENT IS FAIR. BUT WHY SHOULD THEY MAKE $2.00 ON 
ONE BARREL OF OIL? WHY SHOULD SOME OF THEM MAKE 700 PERCENT OF 
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INTEREST IN ONE YEAR? IS THAT FAIR? 

Q. SO YOU THINK THAT THE PRICE OF A GALLON OF GASOLINE, SAY IN THE 
UNITED STATES, WILL BE LESS A YEAR FROM NOW THAN IT IS TODAY? 

A. IT SHOULD BE LESS. IT SHOULD BE LESS, BECAUSE THERE WILL BE 
THAT MUCH MONEY LESS IN THE POSTED PRICE AND THE PROFITS OF THE 
OIL COMPANIES WOULD BE LIMITED. SO, THERE SHOULD BE LESS PRESSURE 
ON THE CONSUMER, UNLESS EVERY GOVERNMENT IS GOING TO LEVY ADDIT 
IONAL TAXES ON GASOLINE AND THESE THINGS IN ORDER TO CURB CONSUM 
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PTION. THIS WILL BE BEYOND OUR RESPONSIBILITIES. 

Q. YOUR MAJESTY, SO WE DON'TMISUNDERSTAND YOU, ARE YOU SAYING, SIR. 
THAT THIS IS APART FROM YOUR BASIC CONCEPT OF LINKAGE OR THAT THIS 
WILL BE PART OF WHAT WILL GO INTO EFFECT AT ANY RATE AT THE OPEC 
MEETING? 

A. NO, THIS WILL GO INTO EFFECT AT ANY RATE. FOR THE FUTURE, THERE 
MUST BE A LINK BETWEEN THE PRICE OF OIL AND THE PRICE OF THE COM- 
MODITIES, BECAUSE IF NOT, SOMEBODY WILL SAY THE INFLATION OF THE 
WORLD IS 12 PERCENT; SOMEBODY WILL SAY IT'S 25 PERCENT; SOMEBODY WILL 
SAY IT'S 

MAYBE 6 PERCENT. BUT IN ORDER TO SAFEGUARD OUR INTERESTS. WE WILL 
HAVE TO SAY THAT WE HAVE GOT TO INCREASE THE PRICE OF OIL THAT 
MUCH. IN ORDER TO KEEP OUR PURCHASING POWER INTACT. THAT WILL MAKE 
THINGS SO MUCH COMPLICATED. BUT IF IT IS AN AUTOMATIC LINK BETWEEN 
THE PRICE OF THOSE COMMODITIES AND THE PRICE OF OIL. SAY LET’S 
ACCEPT AN INTERNATIONAL CHAMBER OF COMMERCE OF ZURICH, COULD SAY 
WHAT THIS INDEX IS-WHAT WORLD INFLATION IS, REALLY. AND THEN 
RELATE THIS TO THE PRICE OF OIL. 
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Q. WELL, THE REASON I ASK THIS FOR CLARIFICATION FOR THOSE WHO DO 
NOT FOLLOW ALL OF THE INTRICACIES OF THE OIL-PRICING SYSTEM IS 
THAT WHILE YOU SPEAK OF A GENERAL CONSUMERS' PRICE REDUCTION, EVEN 
WITHOUT THE LINKING, THE OIL EXPERTS HERE TELL US THAT THE OPEC 
MEETING ALMOST SURELY WILL RESULT IN AN INCREASE IN THE PRICE OF 
OIL OF SOME $.34 A BARREL. COULD YOU CLARIFY THAT? 

-. OH, THAT IS FOR THE PRESENT INFLATION SYSTEM. YOU'LL HAVE TO 
WAIT FOR THIS UNTIL THE OPEC MEETING, BECAUSE THE PRICE-I MEAN 
THE INFLATION RATE IN THE WORLD TODAY (I DON'T KNOW HOW MUCH IT 
IS— SOME PEOPLE SAY ABOUT 20 PERCENT, 27 PERCENT IN SOME EUROPEAN 
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COUNTRIES; SOME ARE LESS-GERMANY 7 PERCENT, OTHERS ARE 15 PERCENT; 
THE US, YOU KNOW BETTER) SO THERE IS NOT A DEFINITE CLEAR PICTURE. 

WE HAVE ALWAYS SAID THAT THE PRICE OF OIL AND THE PURCHASING POWER 
SHOULD REMAIN INTACT. BUT NEVERTHELESS, WE HAVE NOT INCREASED THE 
PRICE OF OIL AS MUCH AS THE RATE OF INFLATION; THAT WAS TO SHOW 
SOME GOODWILL GESTURE. BUT THIS DOESN'T MEAN THAT YOU CAN FREE 
WILL, LET YOUR INFLATION GALLOP AND ERODE OUR PURCHASING POWER 
WITHOUT US TRYING TO DEFEND OUR INTERESTS. 

Q. I RECOGNIZE THAT; THEREFORE, THEN, ARE YOU AGREEING, SIR, THAT 
THE PRICE OF OIL ACTUALLY WILL INCREASE ONCE THE INFLATION RATE IS 
ADDED TO IT AT THE NEXT OPEC MEETING? 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 




Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



A. AGAIN, ALL WILL DEPNED ON WHAT INITIAL SINGLE PRICE WE ARE 
GOING TO PROPOSE. LET'S WAIT UNTIL WE HAVE THE MEETING. 

Q. YOUR MAJESTY, IS IT A FAIR STATEMENT THAT YOUR INDEXING LINK- 
AGE CONCEPT BETWEEN THE PRICE OF OIL AND THE PRICE OF 20 OR 30 
COMMODITIES CAN ONLY WORK IF THE PREPONDERANT NUMBER OF THE OIL 
PRODUCERS AND THE MAJORITY OF THE MAJOR CONSUMERS ALL FUNCTIONED 
WITHIN THAT SYSTEM AND WHO IS GOING TO CARRY THE BALL, SO TO 
SPEAK, IN ORDER TO GET THIS SYSTEM LAUNCHED? 

A. WELL THERE SHOULD BE SOME KIND OF AGREEMENT AND UNDERSTANDING 
BETWEEN THE DEVELOPED COUNTRIES, THE INDUSTRIAL CONTRIES OF THE 
WORLD, BECAUSE THEY CONSUME, I THINK, ABOUT 80 PERCENT OF THE 
WHOLE OIL PRODUCTION OF THE WORLD. THE REST OF THE COUNTRIES, SAY 
THIRD- WORLD OR DEVELOPING COUNTRIES, CONSUME ONLY 15 PERCENT. 

Q. DO THE OTHER COUNTRIES THAT PRODUCE OIL IN OPEC SHARE YOUR 
ENTHUSIASM FOR AN INDEXING? 

A. WE HAVE THIS IMPRESSION, YES. I THINK SO. 

Q. YOUR MAJESTY, FOR THOSE OF US WHO MIGHT NOT FOLLOW THE INTRI 
CACIES OF THIS WHOLE OIL QUESTION, THERE MIGHT APPEAR TO BE SOME- 
THING OF A CONTRADICTION HERE. BDCAUSE ON THE ONE HAND WE ARE BEING 
TOLD THAT A YEAR FROM NOW AN AMERICAN BUYING GAS PROBABLY WILL 
BE PAYING LESS THAN HE PAYS NOW; ON THE OTHER HAND. IF I UNDERSTOOD 
IT RIGHT, AT THE NEXT OPEC MEETING THERE MIGHT BE A 30-40 CENT 
INCREASE IN THE COST OF A BARREL OF EXPORT CRUDE. WHAT IS GOING 
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TO HAPPEN; IS IT GOING UP, OR IS IT GOING DOWN? 

A. WELL, IF THE OIL COMPANIES MAKE ONLY $.50 INSTEAD OF $2.00, IT 
WILL GO DOWN. IF YOU LET THEM DO ANYTHING THEY WANT, IT WILL GO 
UP. 

Q. SO THAT THE RESPONSIBILITY, THEN, IN YOUR OPINION, WOULD REST 
WITH THE OIL COMPANIES... 

A. SURELY, THAT’S WHY I’M PROPOSING A SINGLE PRICE SYSTEM BECAUSE 
IF NOT, IF IT IS A POSTED PRICE, THEN YOU HAVE REALIZATION PRICE, 

HALFWAY PRICE, BUY-BACK PRICE-GOD KNOWS WHAT OTHER PRICING SYS- 
TEM-AND YOU WOULD NEVER KNOW WHAT IS HAPPENING. IT'S REALLY A 
QUESTION OF MANIPULATION. BUT IF YOU HAVE A SINGLE PRICING SYS- 
TEM, IT WILL BE CRYSTAL-CLEAR FOR EVERYBODY WHO IS CHEATING. 

Q. AND COULD THERE BE A SINGLE PRICE SINCE THERE ARE SO MANY COUN- 
TRIES INVOLVED IN.... 
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A. I SAID EXCEPT FOR GEOGRAPHICAL LOCATION AND QUALITY OF OIL. WE 
CAN'T EXPECT TO GET AS MUCH MONEY WITH SELLING OIL TO THE UNITED 
STATES AS VENEZUELA CAN, BECAUSE SHE'S SO MUCH CLOSER. WE CANNOT 
EXPECT TO GET AS MUCH MONEY AS ALGERIA IN SELLING OUR OIL TO 
EUROPE, BECAUSE ALGERIA IS SO MUCH CLOSER. 

Q. YOUR MAJESTY, DO YOU THINK THE OIL COMPANIES HAVE BEEN GOUGING 
THE PUBLIC RECENTLY? TOO MUCH PROFIT? 

A. THE PUBLISHED FIGURES ARE ABOUT SOMETIMES 700 PERCENT, 400 
PERCENT, 300 PERCENT, 150 PERCENT— THIS IS UP TO YOU TO DECIDE IF 
THEY HAVE BEEN GOUGING OR NOT. 

A. YOUR MAJESTY, WHAT WILL HAPPEN TO THE REVENUES ACCRUING TO THE 
PRODUCING COUNTRIES? ARE THEY GOING TO INCREASE OR DECREASE? 

A. TO THE PRODUCING COUNTRIES? 

Q. YES. 

A. NO. THEY ARE NOT GOING TO DECREASE. CERTAINLY NOT. AND I SEE NO 
REASON WHY (THEY SHOULD). BUT THE OIL COMPANIES WILL MAKE LESS 
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PROFITS, FOR ONE; SECOND IS THAT THIS YEAR OF TERRIBLE WORLD 
INFLATION HAS ALREADY ERODED OUR PURCHASING POWER. SO IN MATTER OF 
FACT, THE PRICE OF OIL HAS COME DOWN, AS FAR AS WE ARE CONCERNED. 
BECAUSE WE HAVE NOT AUGMENTED IN OPEC AS MUCH AS WE HAVE LOST. WE 
HAVE AUGMENTED $.33. WHEN IF WE SAY AN AVERAGE OF 20 PERCENT 
INFLATION, WE HAVE LOST ABOUT $2.00. 
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Q. YOUR MAJESTY, I WONDER IF I COULD RAISE A QUESTION ON ANOTHER 
SUBJECT; NAMELY, YOUR PERCEPTION OF WHAT THE SUMMIT CONFERENCE IN 
RABAT WILL DO TO FUTURE MIDDLE EAST NEGOTIATIONS. 

A. WELL, I WAS NOT IN RABAT AND I HAVE NOT YET RECEIVED ANY REPORT 
FROM OUR FRIENDS THERE, BUT ACCORDING TO THE NEWS, IF THAT WILL 
BE A PREVAILING ATTITUDE OF THE ISRAELI STATE— IF THEY DON'T WANT 
TO TALK WITH THE PLO-THAT WILL MAKE THINGS A LITTLE MORE DIFFICULT, 
AND WE DON'T SEE HOW THIS WEST BANK AND JORDAN PROBLEM WILL BE 
TACKLED. „I THINK THAT THIS GENTLEMAN TRIED TO ASK... 
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Q. THANK YOU, YOUR MAJESTY. COULD YOU GIVE US SOME IDEA OF WHETHER 
YOU AND DR KISSINGER LAST NIGHT REACHED A GENERAL AGREEMENT IN HOW 
THE INDIAN OCEAN SHOULD DEVELOP IN THE NEXT DECADE; IN THE SHORT 
RUN, FOR INSTANCE, DO YOU AGREE THAT THE UNITED STATES SHOULD HAVE 
A PRESENCE IN THE OCEAN TO COUNTER TH SOVIET PRESENCE? AND WHAT 
ARE THE PROSPECTS FOR YOUR LONG-RANGE APPLICATION OF THE BIG POWERS 
STAYING OUT OF THE AREA? 

A. WELL, I HAVE ALREADY ANSWERED THIS QUESTION DURING MY 
AUSTRALIAN VISIT; I SAID WE HAVE THE PRESENCE OF THE SOVIET UNION 
WARSHIPS IN THE INDIAN OCEAN. I DON'T SEE WHY ONE NATION COULD BE 
REPRESENTED SO FORCEFULLY AND NOT ANOTHER. HOW COULD WE ASK THE 
AMERICANS NOT TO COME INTO THE INDIAN OCEAN IF WE HAVE THE PRESENCE 
OF THE OTHER SUPER POWER? BUT THE AIM IS THAT IF THE COUNTRIES OF 
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THE INDIAN OCEAN REGION COULD HAVE SOME CLOSER CONTACT AND RELAT- 
IONSHIP, THE DAY WILL COME THAT WE MIGHT BE ABLE TO TELL THE TWO 
SUPER POWERS THAT YOU CAN HAVE ALL THE TRADE INFLUENCE, POLITICAL 
RELATIONSHIP THAT YOU WANT IN THAT REGION-BUT REALLY, THERE IS NO 
NEED FOR YOUR MILITARY PRESENCE. THAT'S THE WHOLE IDEA. 

Q. IF I MAY PURSUE THAT, SIR, WHERE DOES THAT LEAVE YOUR POSITION 
VIS-A-VIS THE UNITED STATES' CURRENT PLAN TO EXPAND THE NAVAL 
FACILITIES ON DIEGO GARCIA? DOES THIS MEAN THAT FROM YOUR STAND- 
POINT YOU REGARD THAT AS AN INEVITABLE OFFSET TO THE SOVIET PRE- 
SENCE, OR DO YOU OBJECT TO IT, SIR? 

A. NOW I HAVE ALREADY, AGAIN, ANSWERED THIS QUESTION. NOT ONLY DO 
WE NOT OBJECT, WE SEE THIS AS A NATURAL FOLLOW-UP. 

1. YOUR MAJESTY, A MOMENT AGO YOU MENTIONED YOU DID NOT SEE HOW 
THE PROBLEM OF THE WEST BANK COULD BE TACKLED. DO YOU HAVE ANY 
INITIATIVE OF YOUR OWN OR SUGGESTION AS TO WHAT SHOULD BE THE 
NEXT STEP IN THE NEXT FEW MONTHS IN THE MIDDLE EAST IN TRYING TO 
SETTLE, OR TAKE ANOTHER STEP TOWARD PEACE BETWEEN THE ARABS AND 
ISRAELIS? 

A. I DON'T WANT TO REALLY MIX MYSELF INTO THAT VERY DIFFICULT 
QUESTION, BUT OFFHAND, I WOULD SAY TO START AGAIN THE GENEVA 
PEACE TALKS. 

A. YOUR MAJESTY, DO YOU SEE IRAN AS SORT OF A POLICEMAN FOR THE 
UNCLASSIFIED 
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INDIAN OCEAN REGION IN THE LONG TERM? 

A. FOR PEACE— IF YOU WOULD PLEASE SAY PEACEKEEPER, I WOULD SAY, WE 
WILL TRY TO CONTIBUTE TO THE PEACEKEEPING OF THE REGION. BUT, I 
MUST ADD, WE CAN'T TAKE ANY CHANCES. WE HAVE GOT TO DEFEND OUR 
NATIONAL INTERESTS ANYWAY— IF POSSIBLE, AND HOPEFULLY WITH THE 
COLLABORATION OF OTHERS. IF WE CAN'T GET THAT COLLABORATION-AND 
THAT IS ALWAYS POSSIBLE-THEN, IF NECESSARY, WE WILL DO IT ALONE. 

Q. YOUR MAJESTY, YOU SUGGESTED A MOMENT AGO A RETURN TO THE GENEVA 
PEACE CONFERENCE. I WONDER WHAT MAKES YOU BELIEVE THAT THAT WILL 
NOT STALEMANTE THE ENTIRE SITUATION EVEN FURTHER THAN IT'S STALE- 
MATED RIGHT NOW. 

A. WELL, IT MIGHT, BUT STILL IT IS A CONTACT; IT'S BETTER THAN 
NOTHING. 

Q. YOUR MAJESTY, ON THE SUBJECT OF OIL AGAIN, IF THE PRICING 
STRUCTURE CAN'T BE WORKED OUT, IF THE WESTERN INDUSTRIALIZED WORLD 
IS NOT SATISFIED WITH THE PRICE OF OIL, HOWE SERIOUS DO YOU REGARD 
THE THREAT OF SOME KIND OF MILITARY INTERVENTION? 
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A. THAT SEEMS REALLY A LITTLE REMOTE-MILITARY INTERVENTION IN HOW 
MANY PLACES? IN ALL THE OIL-PRODUCING COUNTRIES OF THE WORLD? ARE 
YOU GOING TO OCCUPY VENEZUELA? IS AMERICA GOING TO DO ALL THESE 
OCCUPATION JOBS? DO YOU HAVE ENOUGH TROOPS? CAN YOU OCCUPY VENE- 
ZUELA, MEXICO, SAUDI ARABIA, IRAN AND THE REST OF THE OPEC 
COUNTRIESB OR WILL YOU GANG UP; WILL YOU, WITH THE EUROPEANS, DO 
THIS JOB? DO YOU THINK THAT THE COMMUNISTS WILL STAY SILENT? NO, I 
REALLY THINK THIS QUESTION OF MILITARY CONFRONTATION IS JUST A 
LITTLE LOOSE TALK; IT'S NOT VERY SERIOUS. THE ONLY THING THAT COULD 
BE ACHIEVED WILL BE THROUGH MEANINGFUL NEGOTIATIONS, AND CONSTRUCT- 
IVE, I HOPE. 

1. YOUR MAJESTY, I’M STILL SOMEWHAT CONFUSED ON YOUR POSITION AND 
DR KISSINGER’S.. .AT HIS NEWS CONFERENCE, JUST BEFORE THIS, HE LEFT 
THE VERY STRONG IMPRESSION THAT THE VIEWS OF THE TWO NATIONS HAD 
NARROWED SOMEWHAT, THAT, IN FACT, AT THE OPEC MEETING THE OIL 
PRICE MIGHT BE STABLIIZED OR POSSIBLY EVEN COME DONW, ALTHOUGH HE 
DID NOT SAY THAT SPECIFICALLY. FROM YOUR COMMENTS, I’M GETTING THE 
IMPRESSION THAT UNLESS THE OIL COMPANIES ARE WILLING TO ACCEPT 
UNCLASSIFIED 
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PROFITS OF-AS YOU SAY-S.50 OR LESS, WE CAN LOOK FORWARD TO AN 
INCREASE IN THE POSTED PRICE. 

A. BUT THE OIL COMPANIES HAVE NO CHOICE. THEY HAVE NO CHOICE IN 
THAT MATTER, UNLESS YOU PEOPLE WANT THE OIL COMPANIES TO MAKE 
MORE BENEFIT THAN $.50, WHICH IS A VERY HANDSOME FIGURE. DO YOU 
WANT THEM TO MAKE MORE MONEY? I DON'T THINK SO. 

Q. AS YOU SEE, YOUR MAJESTY... 

A. UNLESS YOU ARE A BIG SHAREHOLDER IN THE OIL COMPANIES. 

Q. AS YOU SEE, YOUR MAJESTY, SOME OF US ARE NOT CLEAR ON THE 
TECHNICALITIES THERE ON THAT ONE POINT. IS THE SITUATION THAT THE 
REDUCED PROFITS OF $.50 FOR THE OIL COMPANIES IS AUTOMATICALLY 
IMPOSED, ORDERED BY OPEC AT THE FORTHCOMING MEETING? 

A. WELL, WE CAN DO THAT-HAVING IT ONE SINGLE PRICE, WE CAN TELL 
THE WORLD: THIS IS THE SINGLE PRICING SYSTEM THAT THE OPEC COUNTRIES 
HAVE DECIDED. WITH THE EXCEPTION OF GEOGRAPHICAL LOCATION AND 
QUALITY OF OIL, AND THIS IS ACCEPTED BY ALL. NOW, ANYTHING THAT 
THE OIL COMPANIES WILL SELL YOU MORE THAN THIS SINGLE PRICE PLUS, 

SAY, $.50, WILL CONCERN ONLY YOU AND THE OIL COMPANIES. 
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DEPT PASS WHITE HOUSE FOR GEN SCOWCROFT AND NESSEN 
BUCHAREST FOR SECRETARY'S PARTY 
USIA FOR IPS AND IBS 

Q. YOUR MAJESTY, WE'VE BEEN TALKING A GREAT DEAL ABOUT THE OIL 
PRODUCERS AND THE INDUSTRIALIZED WORLD, BUT WHAT CONTACT HAVE YOU 
BEEN HAVING WITH THE DEVELOPING STATES-PARTICULARLY SOME IN 
AFRICA, WHO HAVE BEEN VERY MUCH CONCERNED BY DROUGHT AND PREDICTIONS 
OF INSUFFICIENT FERTILIZER FOR CROPS AND SO FORTH? DO YOU HAVE ANY 
ADDITIONAL INITIATIVES OTHER THAN LOANS AS TO HOW THESE COUNTRIES 
CAN GET THROUGH SOME OF THEIR ECONOMIC DIFFICULTIES? 

A. WELL, WE HAVE MADE THE PROPOSAL TO THE UNITED NATIONS FOR THE 
SETTING UP OF A SPECIAL FUND WHERE WE OIL PRODUCERS WILL CONTRI- 
BUTE- AND EVEN WE MENTIONED THE FIGURE OF $150 MILLION DOLLARS 
UNCLASSIFIED 
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EACH-AND THE DEVELOPED COUNTRIES OF THE WORLD WILL ALSO CONTRI- 
BUTE, AND TWELVE OF THEM WILL BE REPRESENTED IN THAT BOARD WITH 
US (WE WERE TWELVE IN THOSE DAYS; NOW WE MIGHT BE THIRTEEN OR 
FOURTEEN). AND ALSO THE SAME NUMBER OF TWELVE REPRESENTING THE 
DEVELOPING COUNTRIES OF THE WORLD, SITTING ON A BOARD, WHICH WILL 
STUDY PROJECTS PRESENTED BY THESE DEVELOPING COUNTRIES. AND EACH 
PROJECT THAT WOULD BE APPROVED WOULD GET A SOFT LOAN-SAY 25 YEARS' 
TERM OR PERIOD, 2-1/2 PERCENT INTEREST RATE-THROUGH THIS INST- 
ITUTION, WHICH WILL BE SERVICED BY THE EXISTING INTERNATIONAL 
BANK AND THE INTERNATIONAL MONETARY FUND. INSTEAD OF CREATING A 
NEW BANK AND WASTING MONEY ON THAT INSTITUTION, WE SHALL USE THE 
GOOD OFFICES AND SERVICES OF THE TWO EXISTING BANKS. THIS WOULD 
GIVE ABOUT THREE BILLION DOLLARS EVERY YEAR, WHICH COULD BE LENT 
ON THOSE TERMS TO THE DEVELOPING COUNTRIES-JUST NOT THE MONEY, 

BUT FOR DEFINITE PROJECTS. 

Q. YOUR MAJESTY, YOU REFERRED TO THE GENEVA CONFERENCE ON THE 
MIDDLE EAST. DI YOU GET THE IMPRESSION THAT DR KISSINGER SHARED 
THIS VIEW, OR IS HE STILL LEAVING ALL THE OPTIONS OPEN, INCLUDING 
WHAT HE CALLS STEP-BY-STEP NEGOTIATIONS BETWEEN ISRAELIS AND THE 
ARABS? 

A. OBVIOUSLY, EVERYTHING IS OPEN. YOU ASK MY OPINION WHAT SHOULD 
BE DONE, I JUST SAID THE RECONVENING OF THE GENEVA CONFERENCE. 

Q. YOUR MAJESTY, IF I MAY PURSUE THAT, YOU ALSO SAID IT'S BETTER 
THAN NOTHING, AND FRANKLY, THAT WOULD IMPLY, WITH YOUR OWN CONSID- 
ERABLE PERCEPTION OF THE AREA, THAT YOU WOULD ANTICIPATE THERE IS 
STRONG LIKELIHOOD OF A RATHER SOBERING STALEMATE HERE. I WOULD 
LIKE TO ASK YOU, SIR, IF YOU BELIEVE THERE IS A RISING DANGER OF 
WAR OVER THE ARAB-ISRAELI CONFLICT, AND IF SO, WHAT THAT DOES, IN 
YOUR JUDGMENT, TO THE FUTURE FLOW OF OIL TO THE REST OF THE 
WORLD? 

A. WELL, WE HAVE BEEN LIVING WITH THIS QUESTION FOR A NUMBER OF 
YEARS NOW. NOW, LET S SEE WHAT EFFECT THE RABAT CONFERENCE WILL 
HAVE ON THAT ISSUE. IT S A LITTLE, MAYBE TOO SOON TO SPECULATE. 

WILL THIS JEOPARDIZE COMPLETELY THE PEACE TALKS, OR IT MIGHT IN 
SOME WAYS EVENTUALLY EHLP. LET'S WAIT A LITTLE 

THANK YOU FOR YOUR TIME, YOUR MAJESTY. END QUOTE. 
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